Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Text 

LIMITED OFFICIAL USE 

PAGE 01 STATE 017170 
ORIGIN TRSE-00 

INFO OCT-01 NEA-10 IO-13 ISO-OO AF-10 ARA-10 EA-10 
EUR- 12 AGRE-00 CEA-01 CIAE-00 COME-OO DODE-OO 
EB-08 FRB-03 H-01 INR-07 INT-05 L-03 LAB-04 
NSAE-00 NSC-05 PA-01 CTME-00 AID-05 SS-15 STR-06 
ITC-01 USIA-06 PRS-01 SP-02 SOE-02 OMB-Ol DOE-11 
OIC-02 /156 R 

DRAFTED BY TREAS/HBERGHOEF/EBARBER/MFD 

APPROVED BY STR/ITSTEWART 

NEA/IN S/J GRAH AME 

COM/DGARDNER/KTHOMPSON 

EB/GCP/RREIS 

LABOR/WRENISON 

USDA/JBENSON 

096436 210507Z/17 

PR210118Z JAN 78 
FM SECSTATE WASHDC 
TO AMEMBASSY NEW DELHI PRIORITY 
USMISSION GENEVA PRIORITY 
INFO AMEMBASSY ISLAMABAD 


LIMITED OFFICIAL USE STATE 017170 

E.O. 11652: N/A 
TAGS: ETRD, GATT, IN 

SUBJECT: GATT BOP CONSULTATION WITH INDIA 

REF: GENEVA 12829 

1 . THE US DEL TO BOP COMMITTEE SHOULD REQUEST FULL BOP 
CONSULTATION WITH INDIA FOR THE FALL OF 1978. WE THINK 
THAT A FULL CONSULTATION IS APPROPRIATE FOR THE FOLLOWING 
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REASONS: 

- THE LAST FULL BOP CONSULTATION WITH INDIA TOOK 
PLACE IN OCTOBER 1973, OVER FOUR YEARS AGO; 

- SINCE 1973, INDIA'S DOMESTIC ECONOMIC PERFORMANCE 
HAS IMPROVED SIGNIFICANTLY, AND ITS EXTERNAL POSI- 
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TION HAS BEEN TURNED AROUND FROM TRADE AND CURRENT 
ACCOUNT DEFICITS TO GROWING SURPLUSES ON BOTH 
ACCOUNTS AND RESERVE LEVELSEQUALTO NINE MONTHS OF 
IMPORTS; 

INDIA MAINTAINS A RESTRICTIVE AND COMPLEX IMPORT 
REGIME, ALTHOUGH SOME LIBERALIZING MEASURES WERE 
IMPLEMENTED WITHIN THE PAST TWO YEARS AND THERE HAVE 
BEEN REPORTS RECENTLY THAT FURTHER LIBERALIZATION IS 
BEING CONSIDERED; 

- UNDER THESE CIRCUMSTANCES, THE UNITED STATES 
BELIEVES A CONSULTATION TO EXAMINE THESE RECENT 
CHANGES AND FUTURE PROSPECTS FOR INDIA'S BOP POSI- 
TION AND FURTHER IMPORT LIBERALIZATION WOULD BE 
IN ORDER. 

2. INDIA'S ECONOMY DID NOT PERFORM WELL IN THE EARLY 
1970'S. INDUSTRIAL PRODUCTION INCREASED BY LESS THAN 
THREE PERCENT IN 1973 - 1975, WHILE AGRICULTURAL PRODUC- 
TION STAGNATED OR FELL FROM 1971 TO 1975. INDIA'S TRADE 
BALANCE DETERIORATED SHARPLY FROM 1972 UNTIL 1976 PRIMAR- 
ILY BECUASE OF HIGHER OIL PRICES AND INCREASES IN FOOD- 
GRAIN IMPORTS NECESSITATED BY POOR DOMESTIC HARVESTS. 
THE OVERALL BALANCE DETERIORATED UNTIL LATE 1974. 

OFFICIAL RESERVES WERE DRAINED DURING THIS PERIOD. BY 
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MORE THAN 50 PERCENT FROM THE BEGINNING OF 1971 TO THE 
END OF 1975. 

3. HOWEVER, BOTH INDIA'S DOMESTIC ECONOMIC PERFORMANCE 
AND (ESPECIALLY) ITS EXTERNAL POSITION HAVE IMPROVED 
SHARPLY IN THE PAST THREE YEARS. INDUSTRIAL PRODUCTION 
INCREASE BY TEN PERCENT IN 1976-7. BUMPER FOODGRAIN 
HARVESTS HAVE PRODUCED LARGE STOCKS SINCE MID-1975, AND 
THERE IS OPTIMISM THAT INDIA WILL PRODUCE ANOTHER BUMPER 
CROP IN 1977-8. THE BOP MOVED FROM A $575 MILLION DEFICIT 

IN FY 1974-75 (ENDING MARCH 31,1975) TO A SURPLUS OF 
ALMOST $1.9 BILLION IN FY 1976-77, AND IS EXPECTED TO 
BE AGAIN IN SURPLUS IN THE 1977-8 FISCAL YEAR. THERE IS 
A TREND OF GROWING TADE SURPLUSES EXPECT TO CONTINUE IN 
1978. 

4. PROSPECTS FOR CONTINUED EXPORT GROWTH ARE GOOD. THE 
RECENT GROWTH OF EXPORTS WAS BROAD-BASED, SPURRED BY 
IMPROVED COMPETITIVENESS OF INDIAN PRODUCTS, PRODUCT 
DIVERSIFICATION. AND INCREASED DEMAND IN EXPORT MARKETS. 

5. INDIA'S OFFICIAL NET RESERVE POSITION IMPROVED MORE 
THAN SEVENFOLD FROM 1975 TO 1977, RESERVES ARE EXPECTED TO 
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CONTINUE TO GROW IN 1977-8. 

6. INDIA MAINTAINS A WIDE VARIETY OF IMPORT CONTROLS, 
INCLUDING HIGH DUTIES, RESTRICTIVE LICENSING QUOTAS, 
EQUALIZING EXPORT REQUIREMENTS, AND EQUALIZING DOMESTIC 
PURCHASE REQUIREMENTS. IMPORT REGULATIONS HAVE BEEN 
LIBERALIZED SOMEWHAT OVER THE PAST TWO YEARS, ESPECIALLY 
FOR INTERMEDIATE GOODS AND CONSUMER PRODUCTS. SOME RE- 
STRICTIONS ON THE IMPORT OF CAPITAL GOODS HAVE ALSO EASED 
SINCE LATE 1976. REPORTS FROM NEW DELHI LAST OCTOBER 
INDICATED THAT INDIA WAS CONSIDERING FURTHER T.IZ.ER ALIZA- 
TION MEASURES. WE WOULD LOOK FOR AN UPDATE ON POSSIBLE 

NEW LIBERALIZATION MEASURES IN A FULL-SCALE BOP CONSULTA- 
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TION. 

7. FOR NEW DELHI: DRAWING ON PARA 1 AND NOTING INDIA'S 

IMPORTANCE IN WORLD TRADE, THE EMBASSY SHOULD 

INFORM THE INDIAN GOVERNMENT THAT THE UNITED STATES WILL 
REQUEST FULL BOP CONSULTATIONS. YOU SHOULD EXPLAIN THAT 
THE UNITED STATES EXPECTS THE CONSULTATIONS TO BE HELPFUL 
TO INDIA AND ITS TRADING PARTNERS AND TO BE NON-CONFRONTA- 
TIONAL. CHRISTOPHER 


LIMITED OFFICIAL USE 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: BALANCE OF PAYMENTS, PLANNING MEETINGS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 21 jan 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978STATE017170 

Document Source: CORE 

Document Unique ID: 00 

Drafter: HBERGHOEF/EBARBER/MFD 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D780032-0191 
Format: TEL 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t1 97801 36/aaaaberg. tel 

Line Count: 145 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 170b25e1-c288-dd11-92da-001cc4696bcc 
Office: ORIGIN TRSE 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: 78 GENEVA 12829 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 05 may 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: N/A 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3734480 
Secure: OPEN 
Status: NATIVE 

Subject: GATT BOP CONSULTATION WITH INDIA 
TAGS: ETRD, IN, GATT 
To: NEW DELHI GENEVA 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/170b25e1-c288-dd11-92da-001cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



